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PREFACE 


3y decision of November 30, 1923, the Reparation Com- 
mission invited the following distinguished individuals to act 
as the First Committee of Experts to “consider the means of 
balancing the budget and the measures to be taken to stabilize 


the currency” of Germany: 


Charles G. Dawes, Chairman United States 
Owen D. Young United States 
Robert M. Kindersley Great Britain 
J. C. Stamp Great Britain 
J. Parmentier France 
Edgard Allix France 
Alberto Pirelli Italy 
Federico Flora Italy 

E. Francqui Belgium 
Maurice Houtart Belgium 


The First Committee of Experts held meetings continuously 
from January 14, 1924, until April 9, 1924, in Paris, except 
for one fortnight in Berlin. The report was rendered to the 
Reparation Commission under date of April 9, 1924, and was 


divided into three parts as follows: 


Part 1 states the Committee’s conception of the task, the 
conclusions reached and the broad outline of the 
plan decided upon. 

Part II indicates the considerations which guided the Com- 
mittee to their conclusions, in particular so far as 
they result from certain aspects of the actual fi- 
nancial and economic condition of Germany. 

Part III consists of a series of annexes which give the technical 
detail of several proposals and should be read as a 
supplement to the respective portions of Part I. 

Included in the report isa Summary of Part I which states 
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concisely the main features of the plan decided upon and the 
principal factors essential to its successful execution. 

This Summary will be found in this International Concili- 
ation document and will probably be entirely satisfactory for 
the majority of readers. 

For the use of scholars engaged in research, however, the 
only authoritative statements are to be found in the full text 
of the plan.! 


The second part of this International Conciliation docu- 
ment contains the questions submitted September 28, 1923, 
by the Council of the League of Nations to the Special Com- 
mission of Jurists and the replies given by the latter body, 
with comments by Lord Parmoor on the questions and replies. 

The Special Commission of Jurists which met at Geneva, 
from January 18 to 24, 1924, was composed as follows: 


M. Adatci, Chairman Japan 

Lord Buckmaster British Empire 
M. Buero Uruguay 

M. de Castello Branco Clark Brazil 

M. Fromageot France 

M. Rolandi Ricci Italy 

M. Unden Sweden 


M. Van Hamel, Director of the 
Legal Section of the Secretariat 
le Villa Urrutia Spain 
M. de Visscher Belgium 


The importance of the conclusions reached by the Special 
Commission of Jurists can hardly be overestimated. Though 
the questions placed were the result of the dispute in Sep 
tember, 1923, between Italy and Greece concerning the 
murder August 27, 1923, of General Tellini at Janina, the 
replies to these questions define the rights, duties and limita- 
tions of the Council of the League of Nations in cases similar 

1 For the text of the plan see: 

World Peace oor Ss 1. VI, No. 


S. 
Current History, Ma » New York. : 
Federal Reserve ‘Bulletin 1, M: 24, Washington, (with complete annexes), 


Boston, 





to that which resulted from the Corfu incident. The reply to 
the fifth question defines the responsibility of a state, in- 
volved by the commission of a political crime in its territory. 
Each of the replies forms a fundamental basis for timely 
action in future international incidents which might lead to 
grave results had not these precedents been established and 
made a matter of public record. 


NICHOLAS MuRRAY BUTLER 


Note. For information on the Corfu crisis see: 
World Peace Foundation Vol. VI, No. 3, Boston. 
New York Times, October 7, 1923, article by Dr. Manley 
O. Hudson. 
Contemporary Review, October, 1923, “Italy and Greece.’ 
Our World, October, 1923, “Mussolini and the League.” 
Literary Digest, September 15, 1923, “Mussolini’s De- 


fiance of the League of Nations,” 


? 
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SUMMARY! OF PART I OF THE REPORT OF THE FIRST 
(DAWES) COMMITTEE OF EXPERTS? 


I. THe ATTITUDE OF THE COMMITTEE 


a. The standpoint adopted has been that of business and not 
politics. 

b. Political factors have been considered only in so far as they 
affect the practicability of the plan. 

c. The recovery of debt, not the imposition of penalties, has 
been sought. 

d. The payment of that debt by Germany is her necessary 
contribution to repairing the damage of the war. 

e. It is in the interest of all parties to carry out this plan in 
that good faith which is the fundamental of all business. 
Our plan is based upon this principle. 

f. The reconstruction of Germany is not an end in itself; 
it is only part of the larger problem of the reconstruction 
of Europe. 


g. Guarantees proposed are economic, not political. 


II. GERMAN Economic UNITY 


For success in stabilizing currency and balancing budgets, 
Germany needs the resources of German territory as defined 
by the Treaty of Versailles, and free economic activity therein. 


ITI. Muicirary Aspects 
CONTINGENT SANCTIONS AND GUARANTEES 


a. Political guarantees and penalties are outside our juris- 
diction. 


1The summary is furnished only for the convenience of the reader. Parts I 
and II and the Annexes are the only authoritative statements of the plan. 

? Reprinted from Report of the First Committee of Experts, Paris, 1924, Annexe 
2075 de la Commission des Réparations 
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d. 


J, 


Cc, 


The military aspect of this problem is beyond our terms of 
reference. 
Within the unified territory, the plan requires that, when 
it is in effective operation: 
1. if any military organization exists, it must not 
impede the free exercise of economic activities; 
2. there shall be no foreign economic control or inter- 
ference other than that proposed by the plan. 


But adequate and productive guarantees are provided. 


IV. THe CoMMITTEE’s TASK 


Stabilization of currency and the balancing of budgets are 
inter-dependent, though they are provisionally separable 
for examination. 

Currency stability can only be maintained if the budget is 
normally balanced; the budget can only be balanced if a 
stable and reliable currency exists. 

Both are needed to enable Germany to meet her internal 
requirements and Treaty payments. 


V. Economic FuTuRE oF GERMANY 


Productivity is expected from increasing population, 
technical skill, material resources and eminence in 
industrial science. 

Plant capacity has been increased and improved since the 


war. 


VI. CURRENCY AND A BANK OF ISSUE 


All classes will benefit from stabilized currency, especially 
labour. 
Under present conditions, rentenmark stability is only 


temporary. 


A new Bank is set up or the Reichsbank reorganised. 
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d. The main characteristics of the Bank will be: 


I. to issue notes on a basis stable in relation to gold, 
with an exclusive privilege; 
2. to serve asa Bankers’ Bank, establishing the official 
rate of discount; 
to act as the Government Banker, but free of Govern- 


we 


ment Control: 

4. advances to Government to be strictly limited; 

5. to hold on deposit Reparation payments; 

6. the capital of the Bank will be 400 million gold 
marks; 

7. it will be directed by a German President and 
Managing Board, who can be assisted by a German 
Consultative Committee; 

8. the due observance of its statutes will be further 
safeguarded by a General Board, of which half of the 


members, including a Commissioner, will be foreign. 


VII. BupGet AND TEMPORARY REPARATION RELIEF 


Balancing the German budget requires: 

a. full economic and fiscal sovereignty, subject to the 
supervision provided for in this report; 

b. a stable currency; 

c. temporary relief from charges on the budget for Treaty 
obligations; 


d. such relief not to suspend essential deliveries in kind. 


VIII. THe Basic PRINCIPLES OF GERMANY’S 
ANNUAL BURDEN 


Treaty obligations and continuity of balanced budgets. 
1. Balancing the budget does not entail merely pro- 
vision for internal administrative expenditure; 

2, Germany must also provide within the utmost limit 


of her capacity for her external Treaty obligations; 
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| 3. The budget can be balanced without necessarily 
) dealing with the total capital debt of Germany; 

/ . 

| 4. It cannot be continuously balanced, unless the 


annual charge is fixed for a considerable period, on a 
basis clearly prescribed in advance. 


b. Commensurate Taxation. 
1. Government internal debt has been practically ex- 
tinguished by the depreciation of the currency. 
2. New debt charge ought to be met, commensurate 
with the burden of the French, English, Italian and 
Belgian taxpayer. 
The Treaty recognises this principle. 
It is morally sound. 
It is economically just in its influence on costs of 


in & Ww 


production. 
6. This principle has been applied to the full limit of 
practicability. 
c. Allies’ share in Germany’s prosperity. 
1. Germany’s creditors must share in the improvement 
in Germany’s prosperity; 
2. This will be secured by an index of prosperity. 
d. There is an important difference between the German's 
capacity to pay taxes and Germany’s capacity to 
transfer wealth abroad. 


IX. NORMAL RESOURCES FROM WHICH PAYMENTS ARE MADE 


Germany will pay Treaty charges from three sources: 


A. Taxes; B. Railways; C. Industrial debentures. 


A. From her ordinary budget. 
I. 1924-25 budget may be balanced if it is free from 
Peace Treaty charges. 
2. 1925-26 budget receiving 500 million gold marks 
from special sources, may pay that sum for reparation. 
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S 1006-07 2 kt we es ew) BI ee 

ee eee 

ee aS a ee 1250 million g.m. 
This is considered a normal year and a standard 
payment; thereafter additional payments will be 
made, depending upon prosperity. 


B. From Railways. 
1. Railway bonds: 

eleven milliards of first mortgage railway bonds against a 
capital cost of twenty-six milliards will be created for 


a. 


reparations; 

b. these bonds bear 5% interest and 1% sinking fund per 
annum; 

c. in view of reorganisation, interest is accepted as follows: 
1924-25: three hundred and thirty million gold marks; 
1925-26: four hundred and sixty five million gold marks; 
1926-27: five hundred and fifty million gold marks; 
1927-28 and thereafter: six hundred and sixty million 

gold marks. 


}ehind the bonds, there will be created: 

2 milliards of preference shares to be reserved for sale to the 
public and 13 milliards of common stock. 

34 of the proceeds of the preference shares will be applied, 
as required, to the payment of debt and for capital ex- 
penditure of the railways. The remaining 500 milliards 
of preference shares and all the common shares go to the 
German Government. 

2. Transport Tax. 
After 1925-26, 290 million gold marks per annum for 
reparation, and balance to German Government. 


C. Industrial debentures. 
1. Five milliards of industrial debentures are pro- 
vided tor reparation. 


* Subject to addition or reduction in certain contingencies. 
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NO 


The resulting charge on industry is less than that 
existing before the war and now wiped out by 
depreciation. 


OG 


These bonds bear five per cent interest and one per 
cent sinking fund, i.e., 300 million gold marks per 
annum. 
4. Pending economic restoration, interest and sinking 
fund are accepted as follows: 

First year—Nothing. 

Second year—One hundred and twenty five 


ee a 


million g. m. 
Third year—Two hundred and fifty million g. m. 
Thereafter—Three hundred million g. m. 


X. SUMMARY OF PROVISION FOR TREATY PAYMENTS 


a. I. BUDGET MORATORIUM PERIOD. 
Ist year.—From foreign loans and part interest on railway 
bonds. 
Total of ......One thousand million g.m. 
2nd year.—From part interest on railway bonds and on in- 
dustrial debentures, budget contribution, 
through sale of 500 million g.m. railway shares. 


Total of............1,220 million g.m. 


2. TRANSITION PERIOD. 
3rd year.—From interest on railway bonds and on industrial 
debentures, from transport tax and from budget. 
Total. .1,200 million g.m. 
(subject to contingent addition or reductions of: 
250 million g.m.) 
4th year.—From interest on railway bonds and on industrial 
debentures, from transport tax and from budget. 
Total of .1,750 million g.m. 
(subject to contingent addition or reduction of: 
250 million g.m.) 
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3. STANDARD YEAR 


5th year.—From interest on railway bonds and on industrial 
debentures, from transport tax and from budget. 
TR ML einen 2,500 million g.m. 
Thereafter 2,500 millions plus a supplement computed on the 
index of prosperity. 
Interest on the securities, but not the proceeds of their sale, 
is included in these figures. 


The first year will begin to run from the date when the 


b. 
plan shall have been accepted and put into effective 
execution. 
XI. INcLusivE AMOUNTS AND DELIVERIES IN KIND 
a. The above sums cover all amounts for which Germany may 


be liable to the Allied and Associated Powers. 
b. Deliveries in kind are to be continued, but are paid for out 


of balances in the Bank. 


XII. How tHE ANNUAL PAYMENTS ARE MADE BY GERMANY 


a. The amounts will be raised in gold marks and paid into 
the Bank. 


b. These payments cover Germany’s annual obligation. 


XIII. How rHE PAYMENTS ARE RECEIVED BY THE CREDITORS 
a. Germany’s creditors will use these moneys in Germany or 
convert them into foreign currencies. 

b. Experience will show the rate and extent to which the con- 
version can safely take place. 

c. Danger to stability through excessive remittances is 
obviated by a Transfer Committee. 

d. Sums not remitted accumulate, but with a limitation of 


amount. 
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XIV. GUARANTEES, IN ADDITION TO RAILWAY AND 
INDUSTRIAL BONDS 


a. The following revenues are pledged as collateral security 


for budget contributions and other payments: 
i Alcohol. 
ii Tobacco, 
ili Beer. 
iv Sugar. 
v Customs. 
b. The vield of these revenues is estimated to be substantially 
in excess of required payments. 


c. The excess is returned to the German Government. 


XV. EXTERNAL LOAN—ITs CONDITIONS AND PURPOSE 
Foreign loan of 800 million gold marks meets a double pur- 
pose. 
a. Requirements of gold reserve of the new Bank. 
b. Internal payments for essential Treaty purposes in 1924- 
XVI. ORGANIZATION 
The Organization consists of: 
a. A Trustee for railway and industrial bonds; 


b. Three Commissioners of (1) Railways, (2) the Bank, 
(3) Controlled Revenues; 


c. An Agent for Reparation payments, who will coordinate 
the activities of the above and will preside over the 
Transfer Committee. 


XVII. THE NATURE OF THE PLAN 
a. The plan is an indivisible unit. 


b. The aim of the plan is: 


1. to set up machinery to provide the largest annual 
payments from Germany; 
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to enable maximum transfers to be made to Ger- 
many’s creditors; 

to take the question of “what Germany can pay” out 
of the field of speculation and put it in the field of 
practical demonstration; 

to facilitate a final and comprehensive agreement 
upon all the problems of reparations and con- 
nected questions, as soon as circumstances make 


this pn »ssible. 
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QUESTIONS RESULTING FROM THE CORFU INCIDENT 
SUBMITTED SEPTEMBER 28, 1923, BY THE COUNCIL 
OF THE LEAGUE OF NATIONS TO THE SPECIAL 
COMMISSION OF JURISTS AND THE REPLIES 
OF THAT COMMISSION ! 


The Commission has agreed upon the following replies to 
the questions submitted by the Council: 


First Question.—Is the Council, when seized at the instance 
of a Member of the League of Nations of a dispute sub- 
mitted in accordance with the terms of Article 15 of the 
Covenant, by such a Member as “likely to lead to a rup- 
ture” bound either at the request of the other party or on 
its own authority, and before enquiring into any point, to 
decide whether in fact such description is well founded? 

Reply.—“The Council, when seized at the instance of a Mem- 
ber of the League of Nations of a dispute submitted, in 
accordance with the terms of Article 15 of the Covenant, 
by such a Member as ‘likely to lead to a rupture,’ is not 
bound, either at the request of the other party or on its 
own authority, and before enquiring into any point, to 
decide whether in fact such description is well founded. 

“The Council may at all times estimate the gravity of 
the dispute and determine the course of its action accord- 
ingly.” 

Second Question.—Is the Council, when seized of a dispute in 
accordance with Article 15, paragraph 1, of the Covenant, 
at the instance of a Member of the League of Nations, 
bound, either at the request of a party, or on its own 
authority, to suspend its enquiry into the dispute, when, 
1 Reprinted from British Official Publication Miscellaneous No. 4 (1924). 
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with the consent of the parties, the settlement of the dis- 
pute is being sought through some other channel? 


Reply.—“Where, contrary to the terms of Article 15, para- 
graph 1, a dispute is submitted to the Council on the appli- 
cation of one of the parties, where such a dispute already 
forms the subject of arbitration or of judicial proceedings, 
the Council must refuse to consider the application. 

“If the matter in dispute, by an agreement between the 
parties, has already been submitted to other jurisdiction 
before which it is being regularly proceeded with, or is 
being dealt with in the said manner in another channel, it 
is in conformity with the general principles of law that it 
should be possible for a reference back to such jurisdiction 


to be asked for and ordered.” 


Third Question.—Is an objection founded on Article 15, para- 
graph 8, of the Covenant the only objection based on the 
merits of the dispute on which the competence of the Coun- 
cil to make an enquiry can be challenged? 

Reply.—“Where a dispute likely to lead to a rupture is sub- 
mitted to the Council, on the application of one of the 
parties, in accordance with the provisions of Article 15, 
paragraph 1, the case contemplated in paragraph 8 of 
Article 15 is the only case in which the Council is not to 
enquire into the dispute. 

“In particular, the reservations commonly inserted in 
most arbitration treaties cannot be pleaded as a bar to the 
proceedings. 

“The Commission considers it desirable to observe that, 
where the case arises, the Council should, in determining 
the course of its action, have regard to international en- 
gagements, such as treaties of arbitration or regional un- 
derstandings, for securing the maintenance of peace.” 


Fourth Question.—Are measures of coercion which are not 
meant to constitute acts of war consistent with the terms 
of Articles 12 to 15 of the Covenant when they are taken 
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by one Member of the League of Nations against another 
Member of the League without prior recourse to the pro- 
cedure laid down in those articles? 

Reply.—“Coercive measures which are not intended to con- 
stitute acts of war may, or may not, be consistent with the 
provisions of Articles 12 to 15 of the Covenant, and it is 
for the Council, when the dispute has been submitted to it, 
to decide immediately, having due regard to all the cir- 
cumstances of the case and to the nature of the measures 
adopted, whether it should recommend the maintenance or 
the withdrawal of such measures.” 


Fifth Question.—In what circumstances and to what extent 
is the responsibility of a State involved by the commission 
of a political crime in its territory? 


Reply.—“The responsibility of a State is only involved by the 
commission in its territory of a political crime against the 
persons of foreigners, if the State has neglected to take all 
reasonable measures for the prevention of the crime and 
the pursuit, arrest and bringing to justice of the criminal. 

“The recognized public character of a foreigner and the 
circumstances in which he is present in its territory, entail 
upon the State a corresponding duty of special vigilance on 
his behalf.” 


For the Special Commission of Jurists, 


(Signed) ADATCI, President of the Commission. 
(Signed) Van HAMEL, 
Director, Legal Section of the 
Secretariat of the League of 
Nations. 


Note. The full text of Articles 12 to 15 of the Covenant 


of the League of Nations may be found in International 
Conciliation No. 142, September, 1919, pages 14 to 17. 
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Lorp PARMOOR’S COMMENTS ! 


It will be remembered that in the course of the dispute 
between Italy and Greece last September (1923) concerning 
the murder of General Tellini at Janina certain legal questions 
were raised concerning the interpretation of the Covenant, 
and the rights of Members of the League. The Council then 
decided to refer these questions to a Special Commission of 
Jurists to serve on which each Member of the Council was to 
nominate a representative. At its present meeting the Council 
had to consider the report made by this Commission of 
Jurists. 

It will be understood that the points submitted to the 
Jurists were legal in character, and that the task of the Jurists 
was to consider them on exclusively juridical grounds. The 
Council accordingly proceeded to consider the Jurists’ re- 
port as involving answers to the legal issues submitted to 
them. It is, nevertheless, evident that the questions involved 
were of wide general importance. 

It is, therefore, satisfactory that the Commission of Jurists 
was composed of eminent personages, whose collective 
authority was naturally great. The Commission was presided 
over by M. Adatci of Japan, and the British Member was an 
ex-Lord Chancellor, Lord Buckmaster. The Commission of 
Jurists met at Geneva in January, and, after prolonged 
deliberation, agreed unanimously on the answers to all the 
five questions submitted to them. The questions and the 
answers returned by the Commission are shown in an annex 
to this report. 

Not every member of the Council was entirely satisfied with 
all the answers. The representative of Sweden, for example, 
made the following declaration: 

“The Swedish Government has noted with the greatest 
satisfaction the replies of the Commission of Jurists to the 
first three questions concerning the competence of the Coun- 
cil. The Council, in adopting these replies, has affirmed 


1 Reprinted from British Official Publication Miscellaneous No. 4 (1924). 
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i the obligatory character of the system of mediation in- 
; troduced by the Covenant, and has safeguarded the effec- 
tiveness of this system. As regards the reply to the fifth 
question, I have no difficulty in accepting it. 

“As regards the reply to the fourth question, the Com- 
mission of Jurists has not indicated the cases in which 
coercive measures are legitimate or not. It is evident that 
the reply of the Commission might cover different opinions 
as to the legal character of certain coercive measures. In 
these circumstances my Government would have liked this 
question to be referred to the Permanent Court of In- 
ternational Justice in order that a clearer epinion might be 
obtained on this extremely important and very delicate 
problem. 

“As, however, this suggestion has not been favourably 
received by my colleagues, I declare, in accordance with 
my instructions, that my Government maintains in its 
integrity the interpretation of the Covenant on this sub- 
ject, which was supported by me during the previous 
session of the Council, and that it therefore continues to be 
of opinion that the use of armed forces is not compatible 
with the Covenant in the circumstances indicated in the 
fourth question. I accept the fourth reply subject to this 


° ” 
declaration. 


The British representative was doubtful whether the Per- 
manent Court of International Justice would be able to make 
any more satisfactory answer to the fourth question than 
that made by the Jurists. He expressed his view of the great 
value of the Jurists’ answers. There was, moreover, general 
agreement among the members of the Council that the an 
swers on the whole were satisfactory and should be accepted. 
They felt that the answers constituted a valuable contribution 
to the interpretation of the Covenant, and that they would 
serve to strengthen the authority of the League in the future. 
The Council, therefore, while leaving it open to any repre- 
sentative to place on record any special dec laration or state- 
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ment of his views, agreed unanimously to adopt the report 
of the Commission of Jurists, and to express their apprecia- 
tion of the services which they had rendered. 

It is a matter of particular satisfaction to be able to quote 
the following statesmanlike declaration made by the repre- 
sentative of Italy in the course of the discussion: 

“I adhere to the proposal that the Council should approve 
as a whole the conclusions of the Special Commission of 
Jurists. As far as I am concerned, I do not wish to make any 
declaration or reservation. The Royal Government of 
Italy and the delegate who has the honour personally to 
represent the Royal Government hope that this attitude 
may be regarded as a proof of their loyal adhesion to the 
essential principles of the Covenant, and of their desire 
that the League of Nations shall develop still further its 
beneficent activities with the object of maintaining the best 
possible relations between civilized peoples, and of assuring 


the peace of the world.” 
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